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1. MAYORAL FOREWORD 
Introduction 


Section 127 (2) of the Local Government: Municipal FinanceManagement Act, 56 of 2004 (M 
FMA), the Mayor of a Municipality must, within seven months after the end of the financial 
year, table in the Municipal Council the Annual Report of the Municipality and of any 
Municipal Entity under the Municipality's sole or shared control. 

Our single biggest concern remains the provision of basic housing and allied services 
to the poorest of our communities, however we are persistence in this matter will yield resul 
t very shortly. The year under review has been a challenging one, and in presenting 
this report, we acknowledge progress made during the 2012/2013 financial year as well as th 
e challenges that lie ahead. 

I would like to express my sincere gratitude to all Councilors, officials, the 
communities of Mkhambathini Local Municipality and stakeholders for their dedication, sup 
port and cooperation, which enabled the institution to record service delivery progress durin 
g the year under review. 

Let us work together as a team to address the challenges ahead of us, by working 
together we can do More. 


WORSHIP THE MAYOR Public Participation 

This year we have to intensify the involvement of ward committees in the budget and 
IDP processes as this would continue to entrench participatory democracy in our 
communities. 

Ward committee members were responsible for data collections of input that has 
been included in our current year. The budget and tariffs will be advertised widely in 
the press, the website and on our notice boards. The active involvement of our ward 
committees in the public participation process is commendable. 


Operating Revenue and Expenditure 
Revenue Property rates 

• The decrease on the property rates for the 2012 /13 financial year was due to 
the bad debt written off (Ingonyama Trust) (see resolution attached). 

• The municipality adjusted property rates upwards in the 2014/2015 financial 
year. This huge increase is due to the revaluation of all properties and the 
utilisation of the formulae as legislated that incorporates both the MPRA and 
the municipal policy. 

• All rebates and other exemptions have been accounted for. 
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Investment Revenue 

• At 79 % of the municipality revenue is from the conditional grants and will be 
utilised and only a small portion will be unspent in 2014/15. 

Own Revenue 

• VAT to be collected has been budgeted for representing 5% of total revenue. 


Employee Cost 

• Inflationary increments of 6.79% for officials. 

• The above percentage will incorporate the element of moving officials who 
have not reached their level ceilings to next notches 


Finance Changes 

• These relate to bank charges and are reasonably budgeted for. 

Capital Budget 

• Decreased as unspent conditional asset grant funding not estimated and any 
estimates will be adjusted for in the adjustments budget once they have been 
identified and approved by National Treasury. 

The bulk of the operating revenue of the municipality is derived from the equitable 
share allocation as well as conditional grants from both national and provincial 
governments. The total annual operating revenue proposed for Mkhambathini Local 
Municipality for the 2014/2015 is R70 018 000.00 which is 79 % of the total annual 
budget of the municipality. 

The following are the main operating expenditure areas: 

• Staff Related Costs - R 21 696 000.00. 

• Councillors remuneration -R 4 751 990.88 

• General Expenses - R 16 517 000.00 

• Repairs and Maintenance - R 3 250 000.00 
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As part of the operational budget the following were major community upliftment 
allocations: 


Item Description 

Targeted output 

Allocation for 2014/2015 

Job Creations -through 
EPWP 


R 1 132 000 

Sport 


R700 000 

Youth 


R 500 000 

Disaster Relief 


R 270 307.63 

HIV and AIDS 

100% Awareness 

R 200 000 

Promote art culture 


R 300 000 

Local Economic 

Development 


R 317 700 

TOTAL 


R3 419 000.63 


Capital Revenue and Expenditure 


Municipal Infrastructure 
Grant 



Infrastructure 


R 16 251 000 

Electricity 


R 5 000 000 

TOTAL 


R21 251 000 
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Conclusion 

In conclusion I wish to state that this Annual Budget Speech represents as an 
Executive Summary of our municipality's 2014/15 Financial Year Budget and 
captures only key factors. Details are distributed with the Budget Report 
On behalf of the people of Mkhambathini, I move that the Annual Budget of 
Mkhambathini Local Municipality for the year 2014/2015 Financial Year be accepted 
as tabled. 

I thank you 
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2. VISION AND MISSION STATEMENT 


2.1 Vision 

By the year 2020, the Mkhambathini would be sustainable developmental 
municipality with improve quality of life for its entire people in areas of basic services, 
social and economic development 

2.2 Mission 

Mkhambathini municipality commits itself to the following. Upholding our leadership 
vision. Working with integrity in an accountable manner towards the upliftment of the 
community. Protecting and enhancing the interest of our clients at all times, 
consistently performing our function with transparency, honestly and dedication in 
dealing with clients, responding promptly to the needs of our clients, subscribing to 
the Batho Pele principles. 

3. COUNCIL MEMBERS 


3.1 The municipality has the executive committee members and the following 
councillors: 


• Cllr T.E. Maphumulo 

• ClIrC.T. Mkhize 

• Cllr E. Ngcongo 

• Cllr M.R. Ntuli 

• Cllr M.A Ngcongo 

• Cllr T.Z. Maphumulo 

• Cllr F.P. Msomi 

• Cllr K.R Mofokeng 

• Cllr M.M. Lembethe 

• ClIrN.Zondo 

• Cllr H.S. Mtethwa 

• Cllr R.N. Lembethe 

• Cllr T.A. Gwala 

• Cllr M.M. M.Magubane 


Mayor 

Deputy Mayor( Also ward 5 Cllr) 
Speaker( also Ward 6 Cllr) 


( Ward 1 ) 
( Ward 2 ) 
( Ward 3 ) 
( Ward 4 ) 
( Ward 7 ) 


4. MANAGEMENT COMMITTEE 

• Mr D.A Pillay - Municipal Manager 

• Ms G.E Bhengu - Manager Corporate and Community Services 

• Mr Mike Dondo - Manager Infrastructure and Planning Services 

• Mrs.P.R Mthiyane- Manager Financial Services (Acting Chief Financial Officer) 

5. PROCESS FOLLOWED 

• Council adopted budget process plan in August 2013 

• The Mayor established a Budget Steering Committee in terms of section 4 
chapter 2 of Government Gazette No. 31804 

• Management and Mayor met to plan the Final budget on the 21^‘ February the 
Final annual budget was compiled on the 20‘^ March 2014 and again on the 28'^ 
March 2014. 
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• DORA allocations from both National and Provincial Treasuries were used to 
determine the 2014/15 allocations to Mkhambathini Local Municipality for the 
Final annual budget. 

• Council approved the annual budget on the 29"^ May 2014 

6. ANNUAL BUDGET APPROACH 

• GFS/Standard Classification was acknowledged in the process. 

• Powers and functions were used as a guiding tool 

• Tariff of charges was escalated by 6% on average 

• Company contribution on medical aid was calculated on SALGA’s collective 
agreement where 60% of employee’s monthly premium for medical aid is cost to 
employer (SAMWUMED scheme price list was used as a bases for calculating 
budgeted figures for cost of medical allowance granted to staff members in terms 
of Basic Conditions of Employment Act) 

• Final operating expenditure budget for 2014/15 was drawn up based on the zero 
budget and budget incremental approach. The capital Final budget was drawn up 
on the gazetted allocations by both National and Provincial Treasuries and the 
zero based budget approach. Section 57 salaries were increased by the cost of 
living inflationary increment applicable to permanent staff employees with effect 
from 01 July 2014. This is a pattern following the directive from Bargaining 
Council. 

7. FOCUS AREAS 

The annual budget focuses on the following priorities as identified in the IDP: 


• Implementation of Municipal Property Rates Act 

• Upgrading or construction of Access Roads 

• Improvement of Public participation 

• Support for Local Economic Development initiatives 

• Provision of Free Basic Services 

• Development of Human Capital (internally within the municipality and externally in 
partnership with the Dept of Education and other relevant Stakeholders) 

• Upgrading of information and communication systems (internally in the 
municipality and externally through service providers) 

• Electrification Programme 


8. EXECUTIVE SUMMARY OF A BALANCED ADJUSTED BUDGET FOR THREE 
CONSECUTIVE YEARS 



2014/2015 

2015/2016 

2016/17 

REVENUE 




Unspent grant received from previous years 




Equitable Share Grant 

39 424 000 

51 162 000 

52 458 000 

Conditional Grants 

26 098 000 

29 611 000 

30 647 000 

Property Rates and other income 

21 046 000 

22 017 000 

22 151 000 





Total Revenue 

86 568 000 

102 790 000 

105 256 000 

EXPENDITURE 




Salaries and Allowances 

21 969 000 

21 223 000 

22518000 

General Expenses 

21 682 000 

17 701 000 

18 760 000 

Councillors Remuneration 

4 752 000 

4 756 000 

5 042 000 

Depreciation and asset impairment 

2 542 000 

2 544 000 

2 697 000 

Capital Expenditure 

16 251 000 

16 974 000 

17 551 000 
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Total Expenditure 

67 196 000 

54 198 000 

66 568 000 

Surplus/Deficit 

19 372 000 

48 592 000 

38 688 000 


NB: The annual budgeted Operating Expenditure (OPEX) for 2014/15 financial year amount to 

R 48 951 000, 00. 

9. DORA ALLOCATIONS FOR 2014/15 FINANCIAL YEAR 


Finance Management Act grant-FMG 

1 800 000 

Municipal System Improvement Grant-MSIG 

934 000 

Equitable Share-ES (after adjusting for R5m 
withdrawn) 

39 424 000 

Municipal Infrastructure Grant-MIG 

16 251 000 

Library Grant 

535 000 

Library Services-Cyber cadet 

126 000 

EPWP 

1 132 000 

National Electrification 

5 000 000 

Total 

65 202 000 


10. ANNUAL BUDGET RESOLUTIONS 

To be attached as an extract from Council Minutes of a meeting to be held on the 29'^ 
May 2014. 
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11. TARIFF OF CHARGES 

Schedule of tariffs attached. 


12. FUNCTIONAL ANNUAL BUDGETS & SDBIP’S 

The Final Service Delivery and Budget Implementation Plan (SDBIP) was tabled to 
the Mayor 14 days after Draft annual budget approval. 
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13. FISCAL OVERVIEW 

In order to counter the ever rising inflation rate we have either decreased or 
increased the municipal revenue and expenditure accordingly. Property rates and 
tariffs have increased using the legislated formulae incorporating the necessary 
MPRA Section 17 rebates and the municipal policy deductions as reviewed. The 
municipality does anticipate conditional grants that would not be spent by the end of 
June 2014. These can be the National electrification, MIG, Small Town Rehabilitation 
and Corridor funds. The necessary roll-over applications will be done should the 
municipality be in a position not to spend all its conditional grants before 31 August 
2014. The necessary adjustments will be catered for in the adjustments budget once 
the outcome is known from National Treasury in relation to the anticipated rollovers. 
Stringent measures need to be undertaken by the municipality to curb any possible 
withdrawals as well as expedite service delivery to the community of Impendle. 


14 COUNCILLOR SALARIES 


Councillor 

Annual 

Package 

Allowance 

Total Remuneration 

MayorT.E Maphumulo 

644250.75 

24782.04 

669032.79 

ClIrC.T. Mkhize 

515400.29 

24782.04 

540182.33 

Cllr M.R Ntuli 

265753.74 

24782.04 

290535.78 

Cllr T.Z. Maphumulo 

193275.36 

28382.04 

221657.40 

Cllr. E. Ngcongo 

515400.29 

24782.04 

540182.33 

Cllr. F.P. Msomi 

193275.36 

28382.04 

221657.40 

Cllr R. N Lembethe 

248036.62 

24782.04 

272818.66 

Cllr M.M Lembethe 

193275.36 

28382.04 

221657.40 

Cllr K. R Mofokeng 

193275.36 

28382.04 

221657.40 

Cllr M.A Ngcongo 

193275.36 

28382.04 

221657.40 

Cllr M.M.M Magubane 

193275.36 

28382.04 

221657.40 

Cllr T.A Gwala 

193275.36 

28382.04 

221657.40 

Cllr H.S Mtethwa 

193275.36 

28382.04 

221657.40 

Cllr N. Zondo 

193275.36 

28382.04 

221657.40 


Councillor’s salaries were calculated by utilising packages obtainable from latest 
Notice issued by the Minister of Provincial and Local Government in January 2014. 
These allowances have taken into effect the 6, 85% inflationary increase. 


15. SECTION 57 EMPLOYEES PACKAGES 


Position 

Final S55 & 
S56 Annual 
Packages 

Municipal Manager 

1146 349.20 

Manager Financial Services (CFO) 

936 470.52 

Manager Corporate 

936 470.52 

Manager Infrastructure & Planning 

936 470.52 

Manager Community 

936 470.52 

Total 

4 892 231.28 


Sec 54 and Sec 56 employee Final salaries were budgeted at inflationary increment 
of 6, 85% and should be subsequently approved by Council on the 27'^ March 2014. 
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16. NATIONAL REPORTING FORMS TO SUPPORT THE BUDGET 

Circular 70 forms are all attached herewith. 


17. WAY FORWARD 

The municipality has to intensively embark on a program to improve its revenue. At 
present the municipality is largely funded by grants received from Provincial & 
National transfers. The implementation of the Municipal Property Rates Act is costing 
the Municipality more money than what the municipality can collect. 


18. CLOSURE 

Mkhambathini Local Municipality has critical resource constraints which if not 
addressed may strain the administration of the municipality in the short term. 


I thank you 
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19. ANNEXURES 


Item 

Number 

Item 

1 

D Annual Budget Analysis with Mayoral Speech 

2 

Circular 70 budget templates (N/A) 

3 

Final Annual Budget related Council Resolutions - once adopted 

4 

Final Annual Budget Quality Certificate - once adopted 

5 

Final Annual Budget Schedules 

6 

Final Annual Service Delivery and Budget Implementation Plans (to 
be tabled to Mayor after Council approval) 

7 

Electronic and hardcopy versions of above schedules and 
annexure’s 
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